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1.247 on-premise Time off. On-premise paidtime off (i.e,,break time, paidmeal time, etc.) should be reported as productive time and 
wages. 

1.748 Self-Insurance Costs. The allowable expense for self-insurance plans is the actual claims paid during the cost reporting period. At  the 
facility's option, accrual of pending claims maybemade to the extent that such claims are paidwithin 75 days of the close of the cost 
reporting period. Such accrued claims may not be expensed in the following year's cost report. If a facility's self-insurance fund is managed 
byan independent(non-related) trustee, thefee paidtothe trustee maybe included in allowableself-insurance costs. If actuarial 
determinationsare performed by an independent(non-related,non-employee)actuary,thefee paidto theactuary maybe included in 
allowableself-insurance costs. Allowableself-insurancecosts may alsoincludethe premium costs of re-insurance("stop-loss")policies 
purchasedfroman unrelatedcompany and anycosts to administertheselfinsurance plan. Allowablecosts shall thenbereducedfor 
investmentincome. I n  order for investmentincome to remain in the self insuranceallowablecostdetermination, it mustbe separately 
identified and accounted for as related to the self insurance plan. If not separately identified, investment income will be treated according to 
Section 1.270 andor Section 3.526. Any proceeds from these policies will be offset against the claims paid during the cost reporting period
of receipt. 

For purposes of implementing this section and payment plan, the terms self-insurance and self-funded are synonymous. Self-insurance is a 
means where a provider, either directly or indirectly or through a separate entity, trust or fund, undertakes the ultimaterisk by assuming the 
actual liability for insurance costs as defined in this section. The creation of a separate entity, trust or fund for insurance purposes does not 
eliminate the provider's ultimate insurance risk or liability. Payment of insurance premiums to an insurance company, in thebusiness of 
offering insurance to the general public, where suchpremiums are the final liability of the provider regardlessof the actual costincurred by 
the insurance company doesnot constitute self-insurance. 

1.249 Provider Assessments or Provider Specific Taxes. Reimbursable expenses under these Methods will not include any cost attributable 
to taxes or assessmentson occupied beds imposed by this State solelywith respect to nursing homes or ICF-MRS. 

1.250 Costs from Related Parties and Related Organizations. 

1.25 1 Allowable Related Party costs  A nursing home may incur expenses for services, facilities and supplies furnished by organizations 
related to the nursing home by common ownership or control. In lieu of such expenses incurredby the nursing home, allowable expensesfor 
payment may include the expenses incurred by the related organization for the furnished items. Allowable expenses must not exceed the 
lesser of: 

b. The price of comparable services, facilities or supplies that could be purchased elsewhere. 

The purpose ofthis principle is to avoid the payment of aprofit factor to the nursing home through therelated organization, and also to avoid 
payment of artificially inflated expenses which may be generated from less than "arm's length" bargaining. 

1.252 Definitions for Related Parties. 

A "related party"or "related organization" is an individual or organization relatedto a nursing home by either common ownership orcontrol. 

"Related to the nursing home" means that the nursing home, to a significant extent, is associated or affiliated with, or has control of, or is 
controlled by, the organization furnishing the services,facilities or supplies. 

"Commonownership" exists whenan individual or individualspossesssignificantownershiporequity in thenursinghomeand in the 
institution or organization servingthe nursing home. 

"Control" exists where an individual or an organization has the power, directly or indirectly, significantly to influence or direct the actions or 
policies ofan organization orinstitution. 

"Immediate family relationships" include husband/wife, natural parent, child, sibling, adoptive child and adoptive parent, step-parent, step
child, step-sibling, father-in-law, mother-in-law, brother-in-law,sister-in-law, son-in-law, daughter-in-law, grandparentand grandchild. 
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a. 	 "Related by CommonOwnership." A determinationas towhetheran individuals or organizationpossessessignificantownership or 
equity in thenursinghomeorganization and thesupplyingorganization, so as to considertheorganizations related by common 
ownership, should be made on the basis of the facts and circumstances in each case. This principle applies whether the nursing homeor 
the supplying organization is a sole proprietorship, partnership, corporation, trust or estate, or any other form of business organization, 
proprietary or nonprofit. In the case of a nonprofit organization, ownership or equity interest will be determined by reference to the 
interest in the assets of the organization (for example, a reversionaryinterest provided for in the articles of incorporation of a nonprofit 
corporation). -_  

b. 	 "Related by Control." The term "control" includes anykindof control which is exercisable, regardless of legal enforceability. I t  is the 
reality of the control which is decisive, not its form or mode of its exercise. The facts and circumstances in each case must be examined 
to ascertain whether legal or effective control does exist. Since a determination reached in a specific case represents a conclusionbased 
on the entire body of facts and circumstances involved, such determination should not be used as a precedent in other cases unless the 
facts and circumstances are substantially the same. 

"Exception." An exception is provided to thegeneral rule applicable to related organizations. The exception is intended to cover 
situations where largequantitiesofgoods and servicesarefurnished to thegeneralpublic andonly incidentallyarefurnished to a 
nursing home by a related organization. The exception appliesif the provider demonstratesto the satisfaction of the Department that the 
following criteria are met: 

....-_..
1 .  The supplying organization is a bona fide separate organization. 

2. 	 A substantial part of thesupplyingorganization'sbusiness activity as engaged with thenursing home is transacted with other 
organizations not related to the nursing home and the supplier by common ownership or controlAND there is an open, competitive 
market for the typeof services, suppliesor facilities furnished by the organization. 

3. 	 The services, supplies orfacilities are those which commonly are obtainedby nursing homes from other organizations and are not a 
basic element of patient care ordinarily furnisheddirectly to patients in nursing home operations. 

4. 	 The charge to the nursing home is in  line with the charge for such services, supplies or facilities in the open, competitive market, 
and no more than the charge made by the organization, under comparable circumstances, to other customers for such services, 
supplies or facilities. 

_ -
If all the above conditions aremet, the chargeby the related supplier to the nursing homefor such services, supplies orfacilities shall be 
an allowed expensefor payment. 

1.254 Documentation. The nursing home must make available to the Department adequate documentation to support the costs incurred by 
the related organization, including access to the related organization's books and records concerning supplies and services to the 
nursing home. Such documentation must include an identification of the organization's total costs, and the basis of allocation of direct and 
indirect costs to the nursing home andto other entities served. 

1.255 Medicare Influence. Generally, the Department will refer to the Medicare Program's guidelines and interpretations when examining 
payment issues arising out of coststo related organizations. 

1.256 Related Party Compensation. Any form of compensation to owners or related parties which is included in the payment rate must be 
reasonable and necessary. "Reasonable" means that the compensation should not exceed what would be paid by other nursing homes or the 
home in question for similar services. "Necessary" means that the services are required and commonly performed in other nursing homes 
and that, if the services were not performed by the owner or related individual, another person would have to be employed or contracted to 
perform them. Workers, who are members of the religious order (or society) which owns the nursing home, are to be treated as related 
parties under this section. 

1.260EmployeeCompensation. Any form ofcompensation which is included in thepayment ratemustbe reasonableandnecessary. 
"Reasonable" meansthat the compensation should notexceedwhatwould be paid by other nursing homes or thehome in question for 
similar services. "Necessary" meansthat the services arerequired and commonly performed in other nursing homes. 

1.265 Out-of-state Travel. Out-of-state travel and related travel expenses shall not be allowed, except for travel expenses to and from the 
nursing home's home office. This provision shall not apply to travel within 100 miles of the Wisconsin border or to home office personnel 

-	 with one or more nursing homes located outside the State of Wisconsin. Travel expenses shall include butnotbelimitedto meals, lodging, 
transportation, and all training, seminar and convention fees and expenses associatedwith the out-of-statetrip. 
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1.270 Interest Expense on Working Capital Debt. Working capital loans are debts entered into by a provider to finance current operations 
until current cash flow allows payment of the debt. Such debts may carryover from a recentfiscal year to the current fiscal year. Only
interest expense on operating working capital loans which are related to patient care shall be allowed to be included in the calculation of the 
administration and general allowance. The Department shall determine allowable expense andshall include the following adjustments. 

I .  	 Revenues from any invested funds shall be offset against working capital interest expense; such revenues remaining after the offset may 
be offset under Department policy in determining the property allowanceper Section 3.500. 

a. 	 Investment income earned by any home office, other corporate entity or organization, foundation or related party that has a purpose 
of furthering the goals and objectives of the nursing home or its related organizations, shall be offset against the nursing home's 
allowable interest expense. Long term interest expense and working capital interest expense shall be offset by investment income 
fromall sources (including home oftice, other corporate entities or organizations, foundations and related parties). Offsets from 
these entities shall be applied after offsets to interest expense at thehome office, othercorporate entities ororganizations, 
foundations and related parties are made. Offsets to the nursing home shall be allocated based on the home ofice or foundation 
acceptable allocation basis. The investment income offset shall first be applied to working capital interest expense and then to long 
term interest expense. 

b. Investment income generated to meet specific financial reserve requirements of the Oftice of Commissioner of insurance or other 
5regulatory agencieswill be exempt from the income offset requirement. 

2. Interest expense on borrowed funds which are notused for operating the nursing homeshall not be allowable. 

3 .  	 An amount will be disallowed from working capital interest expense by applying an 8.3% perannuminterestfactorto the following 
amounts from the base cost reporting period. This standard disallowance shall only be applied to interest expense which exceeds $. lo  
per adjusted patient day (after applying I and 2 above). 

a. Disallowedcompensation; 

b. Disallowedexpenses; 

e. Stockholder dividends and owners equity distributions during the base cost reporting period; 
--

4. 	 This adjustment (4) will only be applied to any interest expense which exceeds $.20 per adjusted patient day after applying adjustment 3 
above. An  amount will be disallowed from interest expense by applying 8.3% to the following amountsfrom the cost reporting periods 
which were usedin calculating the June 30th paymentrate for the three years priorto the current paymentrate year. 

a. Disallowedcompensation; 

b. Disallowedexpenses; 

c. Stockholder dividends and equity distributions during the cost reporting periods. 

5. 	 Interest on debts to acquire plant assets, which is not reimbursed under the property allowance in Section 3.500, shall not be allowed as 
interest in the administrative component. 

1.281 Therapy andBeautyandBarber ShopSpaces.Support service, fuel and utility, property tax, and property expenseswhichare 
indirectly allocated to therapy services and beauty and barber services, on the basis of the building area which those services use, shall be 
generallyallowed in thecalculationofthepayment rate. If gross therapy revenues(physical,occupational, and speech)are less than 
$100,000 for the applicable cost reporting period, then space allocations willnot be made. If gross therapy revenues (physical therapy, 
occupational therapy, and speech therapy) generated in nursing home therapy space attributable to non-nursing home residents equal 2% or 
more of total gross therapy revenues andlor if the nursing facility (or a related party as defined in Section 1.252) bills Medicare Part B for 
therapy generated in the nursing facility therapy space and the Medicare Part B revenues equal 10% or more of the total therapy revenues, 
then space allocations shall be made on a square footage basis. If the nursing home is subject to an allocation under the Medicare Part B 
criterion, then the non-nursing home resident allocation will be made if there are any non-nursing home resident therapy revenues. These 
qualifying criteria are based on the facility's cost reporting period for the payment rates. 

1.282 Transportation. Revenues from transportation services shall be offset against transportation or administrative cost center expenses. In 
lieu of a revenue offset, expenses appropriately allocatedby the nursing home to the revenue-generating transportation servicesmay be offset 
against the cost center expenses. 

1.290 Institutions forMental Disease and Mentally I l l  Nursing Home Residents.Sections 1.291 through 1.294 describelimitations on 
payments to institutions for mental disease and nursing homesfor the care of mentally i l l  residents, as required by 1987 Act 399. 
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1.304Definition of SignificantChanges in LicensedBed Capacity.Unlessotherwise stated in this Methods,asignificant increaseor 
decrease in licensed bed capacity is defined as the lesser of: ( I )  a change that is greater than or equal to 25.0% of the previously unrestricted 
use licensed beds or (2) 50 beds.- 

_ 
1.305New Facilities. A new facility is definedasanursing homenewly beginningoperation andnot previously licensed as anursing 
home. A change in ownership does not constitute a new facility. A n  existing operation, which becomes certified for the Medicaid Program, 
shall not be considered a new facility. 

1.306 Replacement Beds and Facilities. A replacement is defined as the licensure and certification by a Medicaid provider of beds to take 
the place of beds closed or de-licensed by the same or a related provider. Total replacement means all beds under a provider's certification 
were replaced. The resulting licensed bed capacity of the provider may be considered a significant increase or decrease in licensed beds if 
the criteria of Section 1.304 aremet. 

1.307 Adjusted Patient Days. The term "adjusted patient days" means patient days, including therapeutic and hospitalization bedhold days, 
as reduced to recognize the 15% discount on the payment rate for bed hold days and other adjustments determinedby the Department. For 
example, 1000 patient days, including 100 bed hold days, would be reduced by I5 days (Le. 15% x 100) to 985 adjusted patient days. 

1.308 Fringe Benefits. The term "fringe benefits" refers to general fringe benefitsfor staff as defined in detail by the Department in the Title 
XIX nursing home cost report form. Significant, unique benefits, as defined in the cost report form, are to be included as a salary or wage 
expense under this Methods and not as a fringe benefit expense. For facilities with special salary and wage paymentsto employees, such as 
bonuses, the Departmentshall classify such paymentsas salaries instead of fringe benefits. 

1.309 Average Licensed Beds. The term "average licensed beds" means the average of the number of licensed beds of the facility at the 
beginning of each month of the periodfor which the averageis being determined. An average for a one-month period shall be the averageof 
the daily number of licensed beds; 

1.310 Significant Licensed Bed Days. A significant number of licensed bed days is the lesser of 4500 licensed bed days or 25.0% of the 
annualized bed days of the provider. 

1.31 I Distinct PartICF-MR. A distinct part ICF-MR is aspecificsegment of a licensedNF facility whichhasbeen certified by the 
Department as a distinct part intermediate carefacility for the mentally retarded. 

1.312 Institution for Mental Disease (IMD). An institution for mental disease (IMD) is an institution that is primarily engaged in providing 
diagnosis, treatment or care of persons with mental diseases, including medicalattention, nursing care and related servicesas determined by 
the Department or the federal Health Care Financing Administration. An institution is an IMD if its overall character is that of a facility 
established and maintained primarilyfor the care and treatmentof individuals with mental disease. 

1.3I3 Restricted Use Beds. Restricted use beds are those bedsthat have been acquired by sale or transfer from a separate licenseeand which 
cannot be occupied by patients pending Chapter 150 approval of construction of a facility that can accommodate the beds. Restricted use 
beds are not to be used for determining bed hold occupancy requirements. Restricted use beds with a restricted use license issued prior to 
July I ,  1995, will not be included in the average licensed beds under Section 1.309. Restricted use beds with a restricted use license issued 
after June 30, 1995, will be included in the average licensed beds under Section 1.309. 

1.314 Payment Rate Year. The payment rate year is the twelve month period from July I, 1999 through June 30, 2000. 

1.315 Patient Day. A patient day is one in which a patient, regardless of pay source, resides in a nursing facility for any part of a calendar 
day.Thisincludesthe day of admission butnottheday of discharge. If the day ofadmission and dischargearethesame it willbe 
considered one patient day. Bed hold days reimbursed by the fiscal intermediary or patient are considered a patient day (Medicaid bed hold 
days must meet the billable criteria identified in Section 1.500.) A patient day can not be counted as both a patient day and a bed hold day. 

1.316 Beds for Rate Setting. The beds for rate setting will be calculated as described in Section 3.040. 
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All  hospital leaves of absence up  through I 5  days per hospitalization 

All  leaves for therapeutic visits 

All leaves for therapeutic rehabilitative programs meeting the criteria under HFS 107.09(3)(j). Wis. Adm. Code 


1.600 RESOURCE ALLOCATION PROGRAM RATES AS A MAXIMUM-
The per patient day property allowance stated in an application to the state's resource allocation program under Chapter 150, Wis. Stats., is 
the maximum allowable payment that may be granted by the Department for applications not involving the addition of beds for the first f u l l  
year following completionof the project. In an application for approval of additional beds, the per patient day rate(s) stated in an application 
to the State's resource allocation program under Chapter 150, Wis. Stats., is the maximum allowable reimbursement that may be granted by 
the Department for the twelve months following licensureof the additionalbeds. If the Methods generatesper patient day rates or per patient 
day property allowance that are less than those stated in the application,the Department shall use the lower rate(s) or allowance. 

This section does not apply to facilities certified after June 30, 1988. 

Resource Allocation Program maximums shall be applied for the first full  year following completion of aproject or the time period specified 
in the RAP approval. ..-.

?-?

1.700 CHAPTER 227 ADMINISTRATIVE HEARINGS 

A facility may contest a final rate-setting action of the Department by writing to the Department of Administration's Division of Hearings 
and Appeals at P.O. Box 7875, Madison, WI 53707-7875. Therate approval letter issued to the facility by the Department is the formal 
written Notice of Action required by the state administrative code (Reference: 106.12, Wis. Adm. Code). The request for hearing must 
be served within 15 days of receipt of a Notice of Action. It must contain a brief and plain statement identifying every matter or issue 
contested. 

1.800 ADMINISTRATIVE r e v i e w s  
A facility may request an administrative review of the Department's cost finding decisionsprior to the issuance of a rate approval letter. The 
request must be filed within 30 days of the facility's receipt of the notification of Medicaid nursing home rates and shall be subject to any 
other procedures or criteria developed by the Department. A facility's failure to file a timely request for an administrative review shall have 
no bearing on the facility's right to file a request for administrative hearing under Section 1.700 or an appeal to the Nursing Home Appeals 
Board under Section I.400 upon issuance of the rate approval letter. 

1.900 MEDICARE BILLING 
Facilities must bill Medicare for covered services and supplies. Facilities that bill Medicare for applicable Part B services must be dually
certified facilities, and must bill Medicare for Medicare-covered servicesor supplies prior to billing Medicaid. Providers are expected to bill 
the Medicare Part B program for any services or supplies for residents covered by that program. Should a provider not exhaust Medicare 
Part B sources of revenue, then the Department may offset that amount or an estimate of that amount which could be billed to Medicare Part 
B. Thispolicyapplies to facilities which do notbill Medicare atallor do not exhaustMedicare to the extentavailable for applicable 
Medicare third-party liability. 
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This Methods provides for payments which are divided into seven majorcost centers: Direct Care; Support Services; Administrative and 
General; Fuel and Utilities; property Tax; Property and Over-the-counter Drugs. Section 2.000 describes the types of services and costs 
generally covered by each cost center. The calculation of the payment allowancesis described in Section 3.000. 

2.100 DIRECT CARE ALLOWANCE 

The direct care allowance shall reimburse for allowable facility expenses related to the provision of the following purchased and/or provided 
services and supplies, (which include, but are not limited to, staff wages, fringe benefits, and purchased services costs) up to maximums 
discussed in Section 3.100. 

2.1 I O  ProfessionalNursingServices.Professionalnursingservices shall include all registerednurses,nursepractitionersand licensed 
practical nurses. .,.- ._ 

,. -
D-. 

2.120 SupportingCareServices.Supportingcareservices shall includetechnical,non-professional resident living staff, volunteer 
coordinators, nurses aides andward clerks, activity and recreationstaff, and therapy aides andassistants. 

2.130 Professional (Non-Medical/CIinical Care) Services. Professional care services shall include: teachers and vocational counselors for 
residents aged22 and over, social services, educational and vocational expensesthat are part of an active treatmentplan in facilities licensed 
as chaplain and religious services, and the non-billable services of pharmacy, x-ray, laboratory, dentists, physicians, physician 
assistants, licensed registered therapists, chiropractors, psychiatrists, and psychologists. Non-billable services generally include those types 
of services which are provided to the facility as a whole instead of to an individual resident and/or which are not billable separately to the 
Medicaid ProgramHFS 107, --__Wis. Code.--
The costof non-covered services identified in HFS 107, Wis. Adm. Code or Department policiesshall not be reimbursed.--__ 
Expenses for the time to perform overhead activities related to billable therapy evaluations, procedures and modalities arenot to be included 
in the rate calculation and are not to be considered in the cost report category of "non-billable expenses." Activities such as end-of-the-day 
clean-up time, transportationtime, consultation and required paper reports are considered be overhead activities. 

Any nursing personnel, quality assurance personnel and/or therapy consultants who do not provide direct, hands onpatient care shall be 
considered administrativeand general expenses. 

2.135 lnservice Training. The expense of providing inservice training for any of the above personnel shall be included in the calculation of 
the direct care allowance. Expenses relating to nurse aide training and competency evaluation programs (NATKEP) mandated by OBRA 
shall not be included in the daily rate; separate reimbursementis provided for thedirect expenses incurred by a nursing facility for NAT/CEP 
that is required before an aide can be entered on the Nurse Aide Registry. 

2.140 Personal Comfort, Medical Supplies. Personal comfort, medical supplies and other similar supplies, along with special care supplies 
are included in the direct care allowance. Section 5.100 of this Methods contains further guidelines on, and a list of, the personal comfort 
and medicine chest-type supplieswhich are intendedto be included under this provision. 

2.200 SUPPORT SERVICES ALLOWANCES-
The support services allowance recognizes the allowable expenses to provide dietary and environmental services up to amounts payable 
under Section 3.200. The expenses may include those salaries, employee fringe benefits, supplies, purchased services and other expenses 
which are directly related to providing the services. 

7.210 Dietary Service Expenses. Dietary service expenses are those expenses directly related to the provision of meals to residents of the 
facility. including dietary supplementsand dietician consultants. 
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2.230 EnvironmentalServiceExpenses.Environmentalserviceexpenses are generallythoseexpenses related to the provisionof 
maintenance,housekeeping, laundryand security services. Also included areexpenses related to residents' personallaundry services, 
excluding personal dry cleaning services. 

- 

2.250 a d m i n i s t r a t i v e  a n dGENERAL SERVICES ALLOWANCE 

The administrative and generalserviceallowancerecognizestheallowableexpenses for administrative, central office services and 
management services contract fees up to amounts payable under Section 3.250. The expenses may include those salaries, employee fringe 
benefits, supplies, purchased services and other expenseswhich are directly related to providing the services. 

2.251 AdministrativeServiceExpenses.Administrativeserviceexpensesincludethoseexpenses related to theoperation'soverall 
managementand administration, and otherallowableexpenseswhichcannot be appropriatelyrecognized/reimbursed in otherpayment 
allowances or service areas. Expenses for theprovisionofgeneraladministrative, clerical, financial, accounting,purchasing,data 
processing, medical records and similar services are usually considered administrative expenses. Also included are allowable expenses for 
non-medical transportation, telephone, office supplies, trainingfees, license fees, insurance (except property, mortgage and general employee 
benefit insurance), working capital interest expense, amortized financing acquisition costs and other similar expenses. A nursing home may 
alsoincludetheallowableownership and/orrental expensesoftelephoneequipment, and computerandelectronicdataprocessing 
equipment. (Inservice training, see 2.135) (Legal expenses, see 1.245) (Interest expense, see 1.270) 

2.252 Central Office Costs. Administrative expenses allocated to the nursing home from centralized administrative units of nursing home 
chain organization or governmental agencies shall be recognized among administrative service expenses, including the centralized unit's 
allocated overhead expenses such as maintenance, utilities and depreciation. Salaries and fringe benefits for any nursing personnel, quality 
assurance personnel, and therapy consultants who reportto a centralized administrativeunit, but do not provide direct hands-on patient care 
shall be included as centraloffice costs. Expenses maybe adjusted by the Departmentfor unreasonable or unnecessaryexpensesor 
duplicative services. 

A facility that claims both central office expense and in-house administrative and general expense will be subject to the following standards 
for reasonable and necessary salary and fringe benefit expensein this cost center: 

If total in-house salary and fringe benefits are greaterthan or equal to the Central Office Cost allowancewhich is $6.36 per patient day, 
no central service salaryor fringe benefitsis allowed. 

I f  total in-house salary and fringe benefits is less than the per patient day Central Office Cost allowance,then central service salary and 
fringe benefit expenseis allowed to bring the total in-house and central service salary and fringe benefits to a maximum per patient day 
Central Office Cost allowanceof $6.36. 

2.253 Management Service Contract Fees. Management service contract fees shall be recognized among administrative service expenses, 
but maybe adjusted by theDepartment for unreasonable or unnecessary levels of service, compensation,orduplicative services. Fees 
resulting from a percentageof cost or revenue arrangementwill be disallowed by the Department,in whole or in part, according to the policy 
established by the Department. 

2.254 Nursing Home Valuations. The cost of Department-required nursing home property valuations conductedby a Department-approved 
contractor shall be recognized among administrative service expenses. 

2.255 Exceptional Medicaid Utilization Adjustment. Nursing homes, other than those owned and operated by a governmental entity, with 
exceptional Medicaid utilization may receive an adjustment basedon their Medicaid utilization compared to the average for comparable 
nursing homes. Nursing homes with 70.0% or greater Medicaid utilization shall be considered to have exceptional utilization. Ownership 
status is determined as of the last day of the cost report. I f  a governmental facility changes ownership status, it will not be eligible for this 
adjustment until such time that the change in ownership status has been reflected on the cost report used to set the rate for the applicable rate 
year. 

2.300 FUEL AND OTHER UTILITY EXPENSE ALLOWANCE 

The fuel and other utility expense allowance shall consist of allowable facility expenses related to the provision of electricity, water and 
sewer services, and heating fuel including fuel oil, natural gas, gas, coal and other heating fuels. 
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2.400 PROPERTY T A X  ALLOWANCE 

2.310 Tax-Paying Facilities. Theproperty tax allowance shall be a per patient perday amount for allowableproperty tax expense. 
Allowable property tax expense s h a l l  exclude any state property tax credit andany special assessments for capital improvements, such as 
sewers, water mains and pavements. Whenever exemptions to property tax are legally available, the provider shall be expected to pursue 
such exemptions. If the providerdoes not pursue available exemptions, the expenses incurredfor property tax shall not be allowed. 

2.430 Tax-Exempt Facilities. The property tax allowance for tax-exempt facilities may include a per patient per day amount for the cost of 
neededmunicipal services. Includable municipal services willbe limited to those services which are financed through the municipality's 
property tax and which are provided by the municipality to property taxpayers without levying a special fee for the service. A tax-exempt 
facility may be paying a municipal service feeto the municipality for the services or may provide the service and incur the costin their own 
operation. 

2.500 PROPERTY PAYMENT ALLOWANCE 
-A c 

aThe property payment allowancewill be a per patientday amount basedupon the value of afacility's buildings as estimated by commercial 
estimator, target amounts basedon servicefactorsestablished by theDepartment,andthenursinghome'sallowable property-related 
expenses.Theestimation will conform with guidelinesdetermined by theDepartment.Thisallowancecovers, in wholeor in part, the 
nursing home's expenses related to ownership and/or rental of the land, land improvements, buildings, fixed and movable equipment, and 
other physical assets. 

2.600 OVER-THE-COUNTER DRUG ALLOWANCE.TheDepartment will reimburse for nonprescriptionchargesapproved by the 
Department through an over-the-counter drug allowancewhich recognizes the allowable expensesto provide certain over-the-counter drugs, 
ordered by a physician, to Wisconsin Medicaid nursing home residentsup to amounts payable under Section 3.600. The allowable expenses 
may include the average wholesale priceof the drugs and any pharmacy dispensing costs. Pharmacy dispensing costs shall not exceed 50% 
of the pharmacy's average wholesale priceof the drug. 
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SECTION 3.000 CALCULATION OF PAYMENT ALLOWANCES 

3.001 Introduction.The payment allowance calculationsare described inthis section. For thepayment system, the calculations ofthe 
allowances are on a per patiemiFay basis. The patient days may be adjusted for minimum occupancy. 

3.010 Patient Days. The patient days used tocalculate allowances per patient day shall bethe greaterof: 1)theadjustedpatient days 
(Section 3.020) based on the base cost reporting period (Section 1.302); or 2 )  patient days at minimum occupancy (Section 3.030). 

3.020 Adjusted Patient Days. The term "adjusted patient days" means patient days, including therapeutic and hospitalization bed hold days, 
as reduced to recognize the 15% reduction on the payment rate for bed hold days and other adjustments determined by the Department. For 
example, 1000 patient days, including 100 bed hold days, would be reduced by 15 days (i.e. 15% x 100)to 985 adjusted patient days. 

-
3.030 Patient Days at Minimum Occupancy. The minimum occupancy standard is 91 %. The patient days at minimumoccupancy are 
determined bymultiplyingthe beds for rate setting(Section 3.040) by the days in the cost reporting period bythe minimum occupancy 
standard. 

3.040 Beds for RateSetting. The beds for rate setting will be thelicensedbeds on July 1, 1999. These bed amounts will be changed by 
the following as applicable: 

adjustments (Section 3.050) andlor 
beds in the bed bank (Section 3.060) 

3.050 Adjustments. 1) If a free-standing ICF-MR facility has decreased i ts  use of unrestricted licensed beds by the lesser of 10 beds or 
10%. the facility may request that the reduced number of beds to be used in calculating the patient days at minimum occupancy (Section 
3.030). Any resulting rate change is to be effective the first of the month following the decrease in licensed beds. 

2) Restricted use beds with a restricted use license issued before July 1, 1995 will be excluded from the beds for rate setting. 

3) Beds associated with RAP projects will be excluded from Beds for Rate Setting if the project(s) is completed by July I ,  2000. 

3.060 BedBank. The Department shall exclude banked nursing home beds from the beds for rate setting (Section 3.040). The number of 
beds a facility has in the bank on July 16, 1999 will be the adjustment for Section 3.040. 

For bed bank requests submitted after July 16, 1999, the bed adjustment will be effective July 1, 2000, subject to the Methods thenin 
effect. 

If a bed license is split, causing a transfer of beds, between more than one facility and there are banked beds on the license, a new rate will 
be calculated for each facility, effective July 1, 2000, subject to the Methods then in effect, unless Sections 4.400 or 4.500 apply. 

3.061 Bed Bank Reductions and Resumption. The Department shall allow the nursing home to exercise the right to resume use of banked 
beds, unless PERMANENTLY reduced by s. 49.45(6m), with licensure resumption contingent upon receipt of a 18 month prior notice to 
the Department. Permanent reduction shall occur if anybankedbeds remain delicensed under this paragraph at the rate of 10% ofall 
remaining delicensed banked beds or 25 % of one bed, whichever is greater. 

3.062 BedBank Restrictions 

a. 	 If any of the provisions of Section 4.500 are being applied during the payment rate year toa facility that phases down or closes, then 
that facility does not qualify for banking of beds. 

b. The total beds for rate setting and banked beds cannot exceed the total licensed beds 

c. 	 Bankedbeds cannot be occupied by any resident. If such useis discovered and such usewouldraisethenumberof occupied beds 
above the number of licensed beds minus banked beds, all beds banked by the facility will he expunged from the bank and the banked 
beds will be delicensed permanently. 

If such use is discovered but does not exceed the number of licensed beds minus banked beds, the facility has 30 days to correct the 
occupancy o r  the beds involved will be expunged from the bed hank and will be &licensed permanently. 
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Attachment 4.19D 

3.176 Facility Direct Care Maximum 

The facility’s Case Mix Index is theaverage of the casemix values in Section 5.420 weightedby the adjusted patient daysfor each level. 
Thus, _ -

Case Mix Index = I(Adjusted Patient Days by Level of Care * Case Mix Weights) / Total Adjusted Patient Days 

The facility’s Direct Care Maximum is the productof its Case Mix Index times the StatewideDirect Care Maximum in Section 5.430 times 
the “New” Labor Factor in Section 5.410. Hence, 

Direct Care Maximum = Case Mix Index * Statewide Direct Care Maximum * Labor Factor 

3.126(a) Adjustment to Maximum. The maximumusedwill be increased by twenty percent (20%) for facilities that have beds for rate 
setting (Section 3.040) of fifty beds or less and are certified only as a nursing facility. Facilities that are certified as ICF-MR facilities either 
in whole or in part are not eligible to have its maximum adjusted under this section. 

,-..
a- ..

3. I27 Direct Care Base Allowance 

The facility’s Direct Care Base Allowanceis the lesser of the facility’s actual allowable expenseper patient day times theminimum 
occupancy factorin Section 3.127(a) or themaximum in Section 3.126 times theminimum occupancy factor in Section 3.127(a). 

3.127(a) Minimum Occupancy Factor for Direct Care. If a facility’s adjusted patient days under Section 3.1 15 are less than the minimum 
occupancystandardunderSection3.010,the minimum occupancy factor willbe the ratio oftheactualoccupancy to theminimum 
occupancy. 

3.128 Direct Care Reimbursement Period Allowance 

The facility’s Average Reimbursement Period Allowance will be its Base Allowance plus an Inflation Increment. The inflation increment is 
the facility’s Case Mix Index times the StatewideInflation Increment in Section 5.440. Thus, 

Average ReimbursementPeriod Allowance = Base Allowance+ Inflation Increment 

Where 

Inflation Increment = Case Mix Index * Statewide Inflation Increment 

The ReimbursementPeriodAllowance shall be allocatedproportionately by Level ofCare.Thisallocation is done by dividingthe 
Reimbursement Period Allowance by the facility’s Case Mix Index and multiplying theresult by the Case Mix Weights in Section 5.420. 

3.129 Alternate Direct Care Reimbursement Period Allowance 

The Alternate Direct Care Allowancewill be calculated as set forth in Sections 3.126, 3.127and 3.128 except that the “Old” Labor Factor in 
Section5.410 willbeused in calculatingthe facility’s DirectCare Maximum and no Inflation Increment willbe added to theBase 
Allowance. The facility will receive the greater of the Direct Care Reimbursement Period Allowance under Section 3.128 or the Alternate 
Direct Care Reimbursement Period Allowance. 

3.200 SUPPORT SERVICES ALLOWANCE 

3.220 Method of Calculation.Allowableexpensesassociated with a facility’s provision of dietary and environmentalservices shall be 
combined, and payment determined, accordingto the following modified cost formula: 

P = Dietaryand Environmentalservicespaymentallowance 
E = 	 Facility’s actual allowable expenses for dietary and 

environmental services (perpatient day) adjusted by 
a composite inflation/deflation factor appliedto the 
common period. The inflation factors are listed in 
Section 5.320. 

TI = Target 1 as described in Section 5.5 I O  
T2 = Target 2 as describedin Section 5.510 

TN #99-0 1 1 
Supersedes
TN #99-002 ApprovalDateG’;\ Asi Effective Date 7-1-99 


